Australia has historical time series for a wide range of economic data covering most of the twentieth century. These include statistical information relating to national income, demography, prices, external trade, financial markets, and the government sector. However, we lack a long time series for business profits. We have calculations for some industries, especially banking, and national figures from 1985 using the IBIS database.
Introduction
Australia has historical time series for a wide range of economic data covering most of the twentieth century.
1
These include statistical information relating to national income, demography, prices, external trade, financial markets, and the government sector. However, we lack a long time series for business profits. We have calculations for some industries, especially banking, and national figures from 1985 using the IBIS database. 2 We offer a business profits time series to fill this lacuna. Constructing such a time series establishes the building blocks for addressing a range of investigative questions. To begin with, the returns to entrepreneurship and to shareholder risk, the equity premium, can be estimated by a comparison of a profits series with existing data on interest rates. Comparative business performance can be measured by analysing a national series with estimates from individual firms. On a national level, our results will enable scholars to compare cyclical and secular trends in business activity with other time series, for example with national income to estimate business's share of national wealth. Our understanding of Australia's economic development in the twentieth century has been enriched by analyses that place it in a comparative context. Comparing a profitability series with those compiled for other countries will add to international benchmarks of Australian economic performance (Arnold 1999 , Tafunell 2000 , Marseille 1995 , Tafunell and Carreras 2003 , Spoerer 1996 , Cassis 1997 , and Cassis and Brautaset 2003 . In addition, it will throw light upon the relationship, if any, between comparative profitability and inflows of foreign direct investment, which has been a key feature of Australian experience (Blainey 1984 , Forster 1964 , Brash 1966 , Department of Trade and Industry 1966 , 1971 , Australian Bureau of Statistics 1986 -7, and Wheelwright 1963 ).
Methodology
There are a variety of methods for calculating profitability, depending upon the data available, perspectives on the theory of profitability, and the investigative goals being pursued, which include the return on assets, capital, or equity, the EBDIT (earnings before depreciation, interest and taxation) margin, and the holding return. The historical data available to us will focus our investigation on the measurement of the return on shareholder equity. This will be derived from declared profit, net of taxes and interest charges, as a percentage of total shareholder funds as reported annually by each company. The latter consists of the paid up capital of ordinary shares plus accumulated reserves, which is assumed to include current retained earnings. 4 Thus, our calculation of nominal profitability can be expressed formally as:
where RoE is return on equity, NP is net profits, and TSF is total shareholder funds.
The time series draws upon four sequential sources of published data, namely Statistical Bulletin (1956-86, hereafter RBA) . Each source contains year to year information on profit and total shareholder funds.
Accuracy, completeness and consistency of data sources
Questions of accuracy and completeness need to be considered in handling each of these data sources, together with issues of consistency between sources. All four sources derive from published data reported by individual companies. Given the limited disclosure requirements of companies for much of the century, this raises questions regarding the accuracy of reported information and its consistency between companies. Attempts to falsify profits and the related creation of hidden reserves, would indicate a mismatch between actual and reported returns. Australian trading banks followed British practice in smoothing profits through transfers in and out of 'inner reserves ' until 1979 (Arndt and Blackert 1977 and Burroughs 1992 . Similar practices occurred at brewers Tooths, where understatement or smoothing commonly occurred through the development of secret reserves prior to a major change in the Companies Act in 1961 (Wilson and Shailer 2004) . There is no indication, however, as to how widespread such practices were in Australia, nor that their incidence would bias results between industries or over time in such a way as to invalidate the large dataset used here. Evidence has been produced for Britain and Germany of underdeclaration of profitability in good years and overdeclaration in poor years, creating a cyclical smoothing effect rather than an upward or downward bias (Arnold 1999 , p. 56, Napier 1991 , Spoerer 1998 . As reporting requirements became more extensive and consistent later in the century, so the corporation became a more complex and sophisticated organisation through multiple subsidiaries and joint ventures in particular, providing further challenges to honest and consistent reporting.
The alternative methodology of several recent writers, including Arnold However, some multinationals operated branches in Australia without a local listing.
Unavoidably, therefore, our figures will not include all foreign companies although it does include many of them. Conversely, P & O Shipping, although listed in Australia, was omitted by AID on the grounds that its predominantly overseas activities meant that it was little affected by local conditions, and because its large size would distort the overall picture presented.
It is to be expected that an exercise of this scale would bring with it some typographical (numbers transposed), aggregation, and printing (columns duplicated)
errors. In most identified cases of source error, it was possible to rectify the mistake, but in a few, largely minor, cases the data had to be left unaltered. We now turn to methodological issues related to each source in turn.
Australasian Insurance and Banking Record
The Australasian The extent of the data brought together by AID, on over 500 companies in many full years, is highly impressive in terms of its aggregate size, annual regularity, and its distribution across sectors. 7 In 1928 
Commonwealth Bank of Australia Statistical Bulletin (CBA)
This source was less problematic in terms of errors and omissions. Often, later editions of the CBA revised earlier profits information. In each case the later figure, assumed to be of greater accuracy, was included as long as it also included the number of companies. Profit rates were reported without providing separate information on net profits from which they would have been derived, and therefore an indication of the number of companies covered was helpful. Total shareholder funds were also indicated. The number of companies grows fairly consistently throughout the period except for a dip during World War Two. In terms of coverage, in 1952 848 companies were included in the survey and 1145 listed on the Australian stock exchanges, representing a 74 per cent sample (Rydge's 1952, pp. 3-64) .
Reserve Bank of Australia Statistical Bulletin (RBA)
As part of the organisational changes occurring in Australian central banking after World War Two, the RBA took over from CBA responsibility for the production of a range of economic statistics including profitability. According to the information provided, the RBA Bulletins draw on surveys of information (subsequently aggregated) from the financial accounts of primarily publicly listed non-finance companies "other than those engaged in mining or primary industry or operating mainly overseas." The surveys covered both a "constant group" and an "all companies" group. The data we have used is for the "constant group" only, since it includes mining from 1976 and extends through to 1986, the current group ending in 1975. 9 The results for the two series of industrials are very similar, less than 0. to explain why coverage was increasing while the number of firms surveyed fell (Fleming, Merrett and Ville 2004, pp. 115-20) . Table 1 
Results

Conclusion
This paper reports the construction of a time series for business profitability in see Hall, (1956) . We have indices for share prices and dividend yields (1882-1983) as a measure of shareholder returns in Pope (1986, tables 5 and 6) and Pope (1987, pp. 241-2) . The thinness of the equity market and the constant dividend policy of many firms for the earlier part of the twentieth century weakens the effectiveness of this source as a guide to business performance.
3. Economists often prefer EBDIT as the most accurate measure of the price-cost margin. Further discussion of the relative merits of these alternative forms of measurement can be found in Gow and Kells (1998) , Arnold (1999) 
